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3.  SECTION 00800:  FAR Clause 52.217-0007, Option for Increased Quantity-Separately Priced Line Item is added as shown. 
                                DFARS Clause 252.201-7000, Contracting Officer's Representative is added as shown. 
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52.217-5 -- Evaluation of Options. 

Evaluation of Options (Jul 1990)  

Except when it is determined in accordance with FAR 17.206(b) not to be in the Government's 

best interests, the Government will evaluate offers for award purposes by adding the total price 

for all options to the total price for the basic requirement. Evaluation of options will not obligate 

the Government to exercise the option(s). 

(End of Provision) 

52.217-7 -- Option for Increased Quantity -- Separately Priced Line Item. 

Option for Increas ed Quantity -- Separately Priced Line Item (Mar 1989) 

The Government may require the delivery of the numbered line item, identified in the Schedule as 

an option item, in the quantity and at the price stated in the Schedule. The Contracting Officer 

may exercise the option by written notice to the Contractor within 120 calendar days.  Delivery of 

added items shall continue at the same rate that like items are called for under the contract, 

unless the parties otherwise agree. 

(End of Clause) 

 

52.228-5 -- Insurance -- Work on a Government Installation. 

Insurance -- Work on a Government Installation (Jan 1997)  

(a) The Contractor shall, at its own expense, provide and maintain during the entire performance 

of this contract, at least the kinds and minimum amounts of insurance required in the Schedule or 

elsewhere in the contract. 

(b) Before commencing work under this contract, the Contractor shall notify the Contracting 

Officer in writing that the required insurance has been obtained. The policies evidencing required 

insurance shall contain an endorsement to the effect that any cancellation or any material change 

adversely affecting the Government's interest shall not be effective -- 

(1) For such period as the laws of the State in which this contract is to be performed 

prescribe; or 

(2) Until 30 days after the insurer or the Contractor gives written notice to the Contracting 

Officer, whichever period is longer. 

(c) The Contractor shall insert the substance of this clause, including this paragraph (c), in 

subcontracts under this contract that require work on a Government installation and shall require 

subcontractors to provide and maintain the insurance required in the Schedule or elsewhere in 
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the contract. The Contractor shall maintain a copy of all subcontractors' proofs of required 

insurance, and shall make copies available to the Contracting Officer upon request. 

(End of Clause) 

52.228-13 -- Alternative Payment Protections. 

Alternative Payment Protections (Jul 2000)  

(a) The Contractor shall submit one of the following payment protections: 

(1) A payment bond.  (ii) An irrevocable letter of credit (ILC) (iii) A tripartite escrow agreement (iv) 

Certificates of deposit (v) A deposit of United States bonds or notes and Certified Cashier’s 

checks, bank drafts, money orders, or currency. 

(b) The amount of the payment protection shall be 100 percent of the contract price. 

(c) The submission of the payment protection is required within 10 calendar days of contract 

award. 

(d) The payment protection shall provide protection for the full contract performance period plus a 

one-year period. 

(e) Except for escrow agreements and payment bonds, which provide their own protection 

procedures, the Contracting Officer is authorized to access funds under the payment protection 

when it has been alleged in writing by a supplier of labor or material that a nonpayment has 

occurred, and to withhold such funds pending resolution by administrative or judicial proceedings 

or mutual agreement of the parties. 

(f) When a tripartite escrow agreement is used, the Contractor shall utilize only suppliers of labor 

and material that signed the escrow agreement. 

(End of Clause) 

52.228-14 -- Irrevocable Letter of Credit. 

Irrevocable Letter of Credit (Dec 1999) 

(a) "Irrevocable letter of credit" (ILC), as used in this clause, means a written commitment by a 

federally insured financial institution to pay all or part of a stated amount of money, until the 

expiration date of the letter, upon presentation by the Government (the beneficiary) of a written 

demand therefore. Neither the financial institution nor the offeror/Contractor can revoke or 

condition the letter of credit. 

(b) If the offeror intends to use an ILC in lieu of a bid bond, or to secure other types of bonds such 

as performance and payment bonds, the letter of credit and letter of confirmation formats in 

paragraphs (e) and (f) of this clause shall be used. 
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(c) The letter of credit shall be irrevocable, shall require presentation of no document other than a 

written demand and the ILC (including confirming letter, if any), shall be issued/confirmed by an 

acceptable federally insured financial institution as provided in paragraph (d) of this clause, and -- 

(1) If used as a bid guarantee, the ILC shall expire no earlier than 60 days after the close 

of the bid acceptance period; 

(2) If used as an alternative to corporate or individual sureties as security for a 

performance or payment bond, the offeror/Contractor may submit an ILC with an initial 

expiration date estimated to cover the entire period for which financial security is required 

or may submit an ILC with an initial expiration date that is a minimum period of one year 

from the date of issuance. The ILC shall provide that, unless the issuer provides the 

beneficiary written notice of non-renewal at least 60 days in advance of the current 

expiration date, the ILC is automatically extended without amendment for one year from 

the expiration date, or any future expiration date, until the period of required coverage is 

completed and the Contracting Officer provides the financial institution with a written 

statement waiving the right to payment. The period of required coverage shall be: 

(i) For contracts subject to the Miller Act, the later of -- 

(A) One year following the expected date of final payment; 

(B) For performance bonds only, until completion of any warranty period; 

or 

(C) For payment bonds only, until resolution of all claims filed against the 

payment bond during the one-year period following final payment. 

(ii) For contracts not subject to the Miller Act, the later of -- 

(A) 90 days following final payment; or 

(B) For performance bonds only, until completion of any warranty period. 

(d) Only federally insured financial institutions rated investment grade or higher shall issue or 

confirm the ILC. The offeror/Contractor shall provide the Contracting Officer a credit rating that 

indicates the financial institution has the required rating(s) as of the date of issuance of the ILC. 

Unless the financial institution issuing the ILC had letter of credit business of at least $25 million 

in the past year, ILCs over $5 million must be confirmed by another acceptable financial 

institution that had letter of credit business of at least $25 million in the past year. 

(e) The following format shall be used by the issuing financial institution to create an ILC: 

_____________________________________________________ 

[Issuing Financial Institution's Letterhead or Name and Address] 

Issue Date ______ 

Irrevocable Letter of Credit No. ________________ 

Account party's name ________________________ 

Account party's address ______________________ 
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For Solicitation No. __________ (for reference only) 

To: [U.S. Government agency] 

[U.S. Government Agency's Address] 

1. We hereby establish this irrevocable and transferable Letter of Credit in your favor for one or 

more drawings up to United States $ ______. This Letter of Credit is payable at [issuing financial 

institution's and, if any, confirming financial institution's] office at [issuing financial institution's 

address and, if any, confirming financial institution's address] and expires with our close of 

business on ______, or any automatically extended expiration date. 

2. We hereby undertake to honor your or the transferee's sight draft(s) drawn on the issuing or, if 

any, the confirming financial institution, for all or any part of this credit if presented with this Letter 

of Credit and confirmation, if any, at the office specified in paragraph 1 of this Letter of Credit on 

or before the expiration date or any automatically extended expiration date. 

3. [This paragraph is omitted if used as a bid guarantee, and subsequent paragraphs are 

renumbered.] It is a condition of this Letter of Credit that it is deemed to be automatically 

extended without amendment for one year from the expiration date hereof, or any future 

expiration date, unless at least 60 days prior to any expiration date, we notify you or the 

transferee by registered mail, or other receipted means of delivery, that we elect not to consider 

this Letter of Credit renewed for any such additional period. At the time we notify you, we also 

agree to notify the account party (and confirming financial institution, if any) by the same means 

of delivery. 

4. This Letter of Credit is transferable. Transfers and assignments of proceeds are to be effected 

without charge to either the beneficiary or the transferee/assignee of proceeds. Such transfer or 

assignment shall be only at the written direction of the Government (the beneficiary) in a form 

satisfactory to the issuing financial institution and the confirming financial institution, if any. 

5. This Letter of Credit is subject to the Uniform Customs and Practice (UCP) for Documentary 

Credits, 1993 Revision, International Chamber of Commerce Publication No. 500, and to the 

extent not inconsistent therewith, to the laws of _____________________ [state of confirming 

financial institution, if any, otherwise state of issuing financial institution]. 

6. If this credit expires during an interruption of business of this financial institution as described in 

Article 17 of the UCP, the financial institution specifically agrees to effect payment if this credit is 

drawn against within 30 days after the resumption of our business. 

Sincerely, 

 

_______________________  

[Issuing financial institution] 
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(f) The following format shall be used by the financial institution to confirm an ILC: 

___________________________________________________________________ 

[Confirming Financial Institution's Letterhead or Name and Address] 

(Date) _____________ 

Our Letter of Credit Advice Number _____________ 

Beneficiary: ___________ [U.S. Government agency] 

Issuing Financial Institution: __________________ 

Issuing Financial Institution's LC No.: ___________ 

Gentlemen: 

1. We hereby confirm the above indicated Letter of Credit, the original of which is attached, 

issued by __________ [name of issuing financial institution] for drawings of up to United States 

dollars ___________/U.S. $_______ and expiring with our close of business on _____________ [the 

expiration date], or any automatically extended expiration date. 

2. Draft(s) drawn under the Letter of Credit and this Confirmation are payable at our office located 

at ___________________. 

3. We hereby undertake to honor sight draft(s) drawn under and presented with the Letter of 

Credit and this Confirmation at our offices as specified herein. 

4. [This paragraph is omitted if used as a bid guarantee, and subsequent paragraphs are 

renumbered.] It is a condition of this confirmation that it be deemed automatically extended 

without amendment for one year from the expiration date hereof, or any automatically extended 

expiration date, unless: 

(a) At least 60 days prior to any such expiration date, we shall notify the Contracting 

Officer, or the transferee and the issuing financial institution, by registered mail or other 

receipted means of delivery, that we elect not to consider this confirmation extended for 

any such additional period; or 

(b) The issuing financial institution shall have exercised its right to notify you or the 

transferee, the account party, and ourselves, of its election not to extend the expiration 

date of the Letter of Credit. 

5. This confirmation is subject to the Uniform Customs and Practice (UCP) for Documentary 

Credits, 1993 Revision, International Chamber of Commerce Publication No. 500, and to the 

extent not inconsistent therewith, to the laws of ________ [state of confirming financial institution]. 

6. If this confirmation expires during an interruption of business of this financial institution as 

described in Article 17 of the UCP, we specifically agree to effect payment if this credit is drawn 

against within 30 days after the resumption of our business. 

Sincerely, 
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___________________________ 

[Confirming financial institution] 

(g) The following format shall be used by the Contracting Officer for a sight draft to draw on the 

Letter of Credit: 

Sight Draft 

________________________ 

[City, State]  

(Date) ______________ 

 

[Name and address of financial institution] 

Pay to the order of ______________ [Beneficiary Agency] ___________ the sum of United States 

$____________. This draft is drawn under Irrevocable Letter of Credit No. ______________. 

___________________ 

[Beneficiary Agency] 

____________________  

[By] 

(End of Clause) 

52.228-15 -- Performance and Payment Bonds -- Construction 

Performance and Payment Bonds -- Construction (Jul 2000) 

(a) Definitions. As used in this clause -- 

"Original contract price" means the award price of the contract; or, for requirements 

contracts, the price payable for the estimated total quantity; or, for indefinite-quantity 

contracts, the price payable for the specified minimum quantity. Original contract price 

does not include the price of any options, except those options exercised at the time of 

contract award. 

(b) Amount of required bonds. Unless the resulting contract price is $100,000 or less, the 

successful offeror shall furnish performance and payment bonds to the Contracting Officer as 

follows: 

(1) Performance Bonds (Standard Form 25). The penal amount of performance bonds at 

the time of contract award shall be 100 percent of the original contract price. 

(2) Payment Bonds (Standard Form 25-A ). The penal amount of payment bonds at the 

time of contract award shall be 100 percent of the original contract price. 

(3) Additional bond protection.  
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(i) The Government may require additional performance and payment bond 

protection if the contract price is increased. The increase in protection generally 

will equal 100 percent of the increase in contract price. 

(ii) The Government may secure the additional protection by directing the 

Contractor to increase the penal amount of the existing bond or to obtain an 

additional bond. 

(c) Furnishing executed bonds. The Contractor shall furnish all executed bonds, including any 

necessary reinsurance agreements, to the Contracting Officer, within the time period specified in 

the Bid Guarantee provision of the solicitation, or otherwise specified by the Contracting Officer, 

but in any event, before starting work. 

(d) Surety or other security for bonds. The bonds shall be in the form of firm commitment, 

supported by corporate sureties whose names appear on the list contained in Treasury 

Department Circular 570, individual sureties, or by other acceptable security such as postal 

money order, certified check, cashier's check, irrevocable letter of credit, or, in accordance with 

Treasury Department regulations, certain bonds or notes of the United States. Treasury Circular 

570 is published in the Federal Register or may be obtained from the: 

U.S. Department of Treasury 

Financial Management Service 

Surety Bond Branch 

401 14th Street, NW, 2nd Floor, West Wing 

Washington, DC 20227 

(e) Notice of subcontractor waiver of protection (40 U.S.C. 270b(c)). Any waiver of the right to sue 

on the payment bond is void unless it is in writing, signed by the person whose right is waived, 

and executed after such person has first furnished labor or material for use in the performance of 

the contract. 

(End of Clause) 

 

52.246-21 -- Warranty of Construction.  

Warranty of Construction (Mar 1994) 

(a) In addition to any other warranties in this contract, the Contractor warrants, except as 

provided in paragraph (i) of this clause, that work performed under this contract conforms to the 

contract requirements and is free of any defect in equipment, material, or design furnished, or 

workmanship performed by the Contractor or any subcontractor or supplier at any tier. 
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(b) This warranty shall continue for a period of 1 year from the date of final acceptance of the 

work. If the Government takes possession of any part of the work before final acceptance, this 

warranty shall continue for a period of 1 year from the date the Government takes possession. 

(c) The Contractor shall remedy at the Contractor's expense any failure to conform, or any defect. 

In addition, the Contractor shall remedy at the Contractor's expense any damage to Government-

owned or controlled real or personal property, when that damage is the result of -- 

(1) The Contractor's failure to conform to contract requirements; or 

(2) Any defect of equipment, material, workmanship, or design furnished. 

(d) The Contractor shall restore any work damaged in fulfilling the terms and conditions of this 

clause. The Contractor's warranty with respect to work repaired or replaced will run for 1 year 

from the date of repair or replacement. 

(e) The Contracting Officer shall notify the Contractor, in writing, within a reasonable time after 

the discovery of any failure, defect, or damage. 

(f) If the Contractor fails to remedy any failure, defect, or damage within a reasonable time after 

receipt of notice, the Government shall have the right to replace, repair, or otherwise remedy the 

failure, defect, or damage at the Contractor's expense. 

(g) With respect to all warranties, express or implied, from subcontractors, manufacturers, or 

suppliers for work performed and materials furnished under this contract, the Contractor shall -- 

(1) Obtain all warranties that would be given in normal commercial practice; 

(2) Require all warranties to be executed, in writing, for the benefit of the Government, if 

directed by the Contracting Officer; and 

(3) Enforce all warranties for the benefit of the Government, if directed by the Contracting 

Officer. 

(h) In the event the Contractor's warranty under paragraph (b) of this clause has expired, the 

Government may bring suit at its expense to enforce a subcontractor's, manufacturer's, or 

supplier's warranty. 

(i) Unless a defect is caused by the negligence of the Contractor or subcontractor or supplier at 

any tier, the Contractor shall not be liable for the repair of any defects of material or design 

furnished by the Government nor for the repair of any damage that results from any defect in 

Government-furnished material or design. 

(j) This warranty shall not limit the Government's rights under the Inspection and Acceptance 

clause of this contract with respect to latent defects, gross mistakes, or fraud. 

(End of Clause) 
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252.201-7000 Contracting Officer's Representative.  

 CONTRACTING OFFICER'S REPRESENTATIVE (DEC 1991) 

(a) Definition. "Contracting officer's representative" means an individual designated 
in accordance with subsection 201.602-2 of the Defense Federal Acquisition 
Regulation Supplement and authorized in writing by the contracting officer to 
perform specific technical or administrative functions. 

(b) If the Contracting Officer designates a contracting officer's representative (COR), 
the Contractor will receive a copy of the written designation. It will specify the extent 
of the COR's authority to act on behalf of the contracting officer. The COR is not 
authorized to make any commitments or changes that will affect price, quality, 
quantity, delivery, or any other term or condition of the contract. 

(End of clause) 

(Revised March 25, 1999) 

 

 
 


